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ABBREVIATIONS 


MFMA 

Municipal Finance Management Act, No. 56 of 2003 

GRAP 

Generally Recognised Accounting Practice 

AFS 

Annual Financial Statement 

TMDM 

Thabo Mofutsanyana District Municipality 


TERMINOLOGY AND DEFINITIONS 


Events after the 

reporting date 

are those events, both favourable and unfavourable, 
that occur between the reporting date and the date 
when the financial statements are authorised for 
issue. 

Adjusting events after 
the reporting date 

those that provide evidence of conditions that existed 
at the reporting date 

Non-adjusting events 
after the reporting date 

those that are indicative of conditions that arose after 
the reporting date 

Management 

comprises those persons responsible for planning, 
directing and controlling the activities of the entity, 
including those charged with the governance of the 
entity in accordance with legislation, in instances 
where they are required to perform such functions. 

Reporting date 

the date of the last day of the reporting period to 
which the financial statements relate, in the case of 
TMDM last day of reporting is the 30 June of every 
year. 

AFS authorisation date 

the date on which the financial statements have 
received approval from management to be issued to 
the office of the auditor general for auditing purpose, 
in the case of TMDM the authorisation date is the 31 
August of every year or an earlier date 
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SECTION 1: LEGISLATIVE REQUIREMENTS 

The Municipal Finance Management Act, No. 56 of 2003 [MFMA] in Chapter 12 
provides guidance on the preparation of financial statements, other allocations 
and other compulsory disclosures. 

SECTION 2: OBJECTIVE 

The objective of this policy is to define the responsibilities and prescribe the 
accounting treatment and presentation that Thabo Mofutsanyana District 
Municipality to comply with in terms of the MFMA and GRAP Standard 1 and 
GRAP Standard 14 in respect of events occurring after the reporting date. 

The policy document addresses the following areas: 

■ The Accounting policy with respect to events after reporting date 

■ Guidance on the identification and accounting treatment of events after 
reporting date 

■ Guidance on the disclosure requirements of events after reporting date. 
SECTION 3: ACCOUNTING POLICY 

The GRAP 14 Standard requires that an entity should not prepare its financial 
statements on agoing concern basis if events after the reporting date indicate 
that the going concern assumption is not appropriate. 

SECTION 4: IDENTIFICATION AND ACCOUNTING TREATMENT OF 
SUBSEQUENT EVENTS 

TMDM prepares and presents financial statements under the accrual basis of 
accounting and therefore shall apply the GRAP 14 Standard in the accounting 
for, and disclosure of, events after the reporting date. 

To determine whether an event is an adjusting or non-adjusting, this would 
depend upon whether the event provide more information about the conditions 
existing at reporting date and whether there is sufficient evidence that they can 
and will be fulfilled. 

4. 1. Adjusting events after the reporting date 

TMDM shall adjust the amounts recognised in its financial statements to 
reflect adjusting events after the reporting date. 

The following are examples of adjusting events after the reporting date that 
require an TMDM to adjust the amounts recognised in its financial statements, or 
to recognise items that were not previously recognised: 
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a. The settlement after the reporting date of a court case that confirms 
that the TMDM had a present obligation at the reporting date. The 
entity adjusts any previously recognised provision related to this court 
case in accordance with the Standard of GRAP on Provisions, 
Contingent Liabilities and Contingent Assets or recognises a new 
provision. The entity does not merely disclose a contingent liability 
because the settlement provides additional evidence that would be 
considered in accordance with the Standard of GRAP on Provisions, 
Contingent Liabilities and Contingent Assets. 

b. The receipt of information after the reporting date indicating that an 
asset was impaired at the reporting date, or that the amount of a 
previously recognised impairment loss for that asset needs to be 
adjusted. The following serves as example: 

i. the insolvency of a debtor that occurs after the reporting date 
usually confirms that a loss existed at the reporting date on a 
receivable account and that the entity needs to adjust the 
carrying amount of the receivable account; and 

ii. the sale of inventories after the reporting date may give 
evidence about their net realisable value at the reporting date. 

c. The determination after the reporting date of the cost of assets 
purchased, or the proceeds from assets sold, before the reporting 
date. 

d. The determination after the reporting date of the amount of revenue 
collected during the reporting period to be shared with another entity 
under a revenue sharing agreement in place during the reporting 
period. 

e. The determination after the reporting date of the amount of bonus, 
incentive and performance related payments to be made to staff if the 
entity had a present legal or constructive obligation at the reporting 
date to make such payments as a result of events before that date 
(see the Standard of GRAP on Employee Benefits). 

f. The discovery of fraud or errors that show that the financial statements 
are incorrect. 
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4.2. Non-adjusting events after the reporting date 

TMDM shall not adjust the amounts recognised in its financial statements to 
reflect non-adjusting events after the reporting date. 

The following are examples of non-adjusting events after the reporting date: 

a. Where an entity has adopted a policy of regularly revaluing property to fair 
value, a decline in the fair value of property between the reporting date 
and the date when the financial statements are authorised for issue. The 
fall in fair value does not normally relate to the condition of the property at 
the reporting date, but reflects circumstances that have arisen in the 
following period. Therefore, despite its policy of regularly revaluing, an 
entity would not adjust the amounts recognised in its financial statements 
for the properties. Similarly, the entity does not update the amounts 
disclosed for the property as at the reporting date, although it may need to 
give additional disclosure. 

b. Where an entity charged with operating particular community service 
programmes decides after the reporting date, but before the financial 
statements are authorised, to provide/distribute additional benefits directly 
or indirectly to participants in those programmes. The entity would not 
adjust the expenses recognised in its financial statements in the current 
reporting period, although the additional benefits may meet the conditions 
for disclosure as non-adjusting events. 

SECTION 5: GENERAL DISCLOSURE REQUIREMENTS OF EVENTS AFTER 
REPORTING DATE 

5.1. Disclosure of date of authorisation for issue 

An entity shall disclose the date when the financial statements were authorised 
for issue and who gave that authorisation. 

5.2. Updating disclosure about conditions at the reporting date 

If an entity receives information after the reporting date, but before the financial 
statements are authorised for issue, about conditions that existed at the reporting 
date, it shall update disclosures that relate to these conditions, in the light of the 
new information. 


Thabo Mofutsanyane District Municipality 


Subsequent Events Policy 


Page 5 





THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Subsequent Events (Events after reporting date) Policy 

In some cases, an entity needs to update the disclosures in its financial 
statements to reflect information received after the reporting date but before the 
financial statements are authorised for issue, even when the information does not 
affect the amounts that it recognises in its financial statements. 

5.3. Disclosure of non-adjusting events after the reporting date 

If non-adjusting events after the reporting date are material, non-disclosure could 
influence the economic decisions of users taken on the basis of the financial 
statements. Accordingly, an entity shall disclose the following for each material 
category of non-adjusting event after the reporting date: 

a. The nature of the event. 

b. An estimate of its financial effect, or a statement that such an estimate 
cannot be made. 

The following are examples of non-adjusting events after the reporting date that 
would generally result in disclosure: 

i. An unusually large decline in the value of property carried at fair value, 
where that decline is unrelated to the condition of the property at 
reporting date, but is due to circumstances that have arisen since 
reporting date. 

ii. The entity decides after reporting date, to provide/distribute substantial 
additional benefits in the future directly or indirectly to participants in 
community service programmes that it operates, and those additional 
benefits have a major impact on the entity. 

iii. An acquisition or disposal of a major controlled entity or the 
outsourcing of all or substantially all of the activities currently 
undertaken by an entity after the reporting date. 

iv. Announcing a plan to discontinue an operation or major programme. 

v. Major purchases of assets, major disposals of assets, groups of assets 
and liabilities, components (see the Standards of GRAP on 
Discontinued Operations) or expropriation of major assets by 
government. 

vi. The destruction of a major building by a fire after the reporting date. 
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vii. Announcing, or commencing the implementation of, a major 
restructuring (guidance on accounting for provisions associated with 
restructuring is found in the Standard of GRAP on Provisions, 
Contingent Liabilities and Contingent Assets). 

viii. The introduction of legislation to forgive loans made to entities or 
individuals as part of a programme. 

ix. Abnormally large changes after the reporting date in asset prices or 
foreign exchange rates. 

x. In the case of entities that are liable for income tax or income tax 
equivalents (where applicable), changes in tax rates or tax laws 
enacted or announced after the reporting date that have a significant 
effect on current and deferred tax assets and liabilities (guidance on 
accounting for income taxes can be found in the International 
Accounting Standard on Income Taxes). 

xi. Entering into significant commitments or contingent liabilities, for 
example, by issuing significant guarantees after the reporting date. 

xii. Commencing major litigation arising solely out of events that occurred 
after the reporting date. 

SECTION 6: SHORT TITLE 

This Policy is the Subsequent events (Events after reporting date) Policy of the 
Thabo Mofutsanyane District Municipality. 

SECTION 7: IMPLEMENTATION 

This Policy has been approved by Thabo Mofutsanyane District Municipality in 

terms of resolution.dated.and comes into 

effect from. 
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